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COMMERCE, DEPARTMENT OF
The resolution of audit-related debts for financial assistance awards is the subject
of a policy statement released by the Department of Commerce (see the 1/27/89 Fed.
R e g ., pp. 4053-54).
According to the policy statement, the internal procedures
were established to accomplish the following objectives:
1) To protect the
integrity of the audit resolution process; 2) To ensure that aggressive actions
are taken to collect the government's claims; 3) To eliminate the administrative
burden of continuously re-examining settled issues; 4) To provide appropriate due
process safeguards for auditees and debtors; and 5) To implement provisions in the
Federal Claims Collection Standards and
OMB Circular A-50.
Each financial
assistance recipient will be given 30 days from the transmittal of the draft audit
report, the final audit report, and the Audit Resolution Determination, if one is
issued,
to submit written comments and documentary evidence.
The department's
decision on appeal, if one is filed, is final.
The effective date of the policy
statement was 9/26/88.
For further information after reading the policy
statement, contact Barbara Spithas at 202/377-5817.

GENERAL ACCOUNTING OFFICE
"CPA Audit Quality:
Failures of CPA Audits to Identify and Report Significant
Savings and Loan Problems" is the title of a recently released GAO report which
examined audits of 11 failed savings and loan institutions in the Dallas district
during the period 1/1/85-9/30/87 performed by independent certified public
accountants.
The GAO report, which was requested by the House Banking, Finance
and Urban Affairs Committee,
found that "for 6 of the 11 S&Ls, CPAs did not
adequately audit and/or report the S&Ls' financial or internal control problems in
accordance with professional standards."
The GAO stated, "The CPAs’ problems
involved 1) inadequate audit work in evaluating loan collectibility and 2)
inadequate reporting on S&Ls' accounting practices, regulatory compliance, and
internal controls."
The report recommended
that the AICPA 1) expeditiously
revise the "AICPA Audit and Accounting Guide for Savings and Loan Associations" to
include specific steps for ensuring that those audits are performed in a quality
manner, and 2) communicate the results of the GAO report to all AICPA members.
Philip B. Chenok, president of the AICPA, said the AICPA will accelerate the
development of additional guidance for auditors of savings and loan associations
and communicate to AICPA members the results of the GAO review of selected audits
of savings and loan associations.
"Implementation of the GAO's recommendations,"
he said, "is consistent with the Institute's long-standing commitment to promote
high quality work."
He noted that the AICPA Savings & Loan Industry Audit Guide
is already being updated to incorporate major changes and improvements in auditing
standards that were adopted for all audit engagements during the past year.
Mr.
Chenok said, "We will issue additional guidance to our members and will, of
course, keep them fully informed about the special risks of savings and loan
audits."
Copies of the GAO report, GAO/AFMD-89-45, are available from the GAO by
telephoning 202/275-6241 or by writing P.O . Box 6015, Gaithersburg, MD 20877.

SECURITIES AND EXCHANGE COMMISSION
A legislative proposal has been released by the SEC which would implement certain
recommendations of the National Commission on Fraudulent Financial Reporting.
which is commonly known as the Treadway Commission.
The recommendations of the
Treadway Commission to which the SEC's proposed legislation pertain include 1)
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imposing civil monetary penalties in administrative proceedings and 2) barring or
suspending officers and directors of publicly held corporations.
While the SEC
does seek authority to assess new civil monetary penalties in certain
administrative and civil proceedings under the Federal securities laws, the
proposal does not apply to Rule 2(e) proceedings.
Nor would the proposal
authorize the SEC to impose monetary penalties based on an injunction or on
criminal proceedings against an individual.
Fines up to $500,000 per institution
and up to $100,000 per person for Federal securities law violations are proposed.
Higher fines could be imposed to recapture profits made from SEC violations. Also
proposed is the authority to impose bars in SEC administrative proceedings and to
obtain court-ordered bars and suspensions prohibiting service as an officer or
director of any reporting company for Federal securities law violations.
Finally,
the proposed legislation would expand the basis for Section 15(c)(4) proceedings
to encompass violations of Section 16(a) of the Securities Exchange Act of 1934,
which imposes stock ownership reporting requirements on persons owning more than
10 percent of any class of equity security registered pursuant to Section 12 and
officers and directors of issuers of such securities.

TREASURY, DEPARTMENT OF
Paul C. Lally, CPA, has been appointed assistant regional commissioner for
examination for the Central Region headquartered in Cincinnati. In this position,
Mr. Lally is the principal assistant to the regional commissioner for examination
and employee plans/exempt organizations programs in OH, MI, IN, KY, and WV. Until
his appointment, Mr. Lally was the assistant director of the Milwaukee District, a
position he has held since 1987.
Mr. Lally has also served as the chief of the
examination division, as coordinated examination program branch chief, and as
general program branch manager in Detroit.
He also served as team leader on the
staff of the assistant regional commissioner for examination in Cincinnati, and as
group manager and returns program manager in Louisville.

“Taxpayers who face significant hardships because of the manner in which the IRS is
administering the tax laws may now apply to the IRS for relief." the IRS announced
recently. A provision of the Omnibus Taxpayers' Bill of Rights provides that the
IRS Taxpayer Ombudsman and Problem Resolution Officers may issue Taxpayer
Assistance Orders (TAOs) to suspend, delay, or stop actions where a taxpayer may
suffer significant hardship as the result of an IRS action or failure to act. The
IRS cautioned that the taxpayer should attempt to resolve the problem through
normal channels before applying for a TAO.
If the problem persists and the
taxpayer faces a significant hardship as a result, the taxpayer should apply for
relief by completing Form 911, Application for Taxpayer Assistance Order to
Relieve Hardship.
Further information or a copy of Form 911 may be obtained by
contacting the local IRS Problem Resolution Office.
For a copy of the
announcement, IR-89-11, contact the IRS at 202/566-4054.

The

conditions under which the IRS will consider a ruling request on the
classification of an organization as a partnership are described in IRS Revenue
Procedure 89-12. which was recently released. The IRS said organizations covered
by the revenue procedure include those formed as partnerships and other
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organizations seeking partnership classification, but does not apply to a publicly
traded partnership treated as a corporation under section 7704 of the Internal
Revenue Code. The information and documents which must accompany a ruling request
are listed in the revenue procedure.
Such information must be included in the
letter requesting the ruling and not just incorporated by reference, the IRS said.
The revenue procedure also includes provisions pertaining to a ruling request on
the classification of a limited partnership as a partnership.
The IRS said the
revenue procedure applies to all ruling requests received in the IRS National
Office after 2/13/89.
The IRS also said the provisions of the revenue procedure
are "not intended to be substantive rules for the determination of partner and
partnership status and are not to be applied upon audit of taxpayer’s returns."
Revenue Procedure 89-12 is scheduled to be published in Internal Revenue Bulletin
1989-7, dated 2/13/89.
For further information after reading the revenue
procedure, contact William P. O'Shea at the IRS at 202/566-3244.

New procedures for issuing notification letters regarding regional prototype defined
contribution plans and defined benefit plans are the subject of Revenue Procedure
89-13 issued recently by the IRS in order to conform to changes made by the 1986
and 1987 tax acts.
The revenue procedure also contains guidance regarding the
issuance of determination letters to employers adopting such plans as to whether
the plans as adopted qualify under sections 401 and 403(a) of the Internal Revenue
Code and as to whether any related trusts or custodial accounts are exempt under
section 501(a).
A regional prototype plan is defined as a defined contribution
plan or a defined benefit plan that is made available by a regional sponsor for
adoption by employers.
The IRS said that the Regional Prototype Program has the
following features:
1) Greater flexibility in the elections available to adopting
employers; 2) Reciprocity so that a regional prototype plan approved in one region
of the Service will be automatically accepted in other regions; 3) A mass
submitter program allowing the IRS National Office to approve plans of mass
submitters and such plans may then be adopted by regional prototype plan sponsors;
4) Provision for standardized regional prototype plans with respect to which
adopting employers generally do not need to request a determination letter in
order to obtain reliance as to the qualified status of the plan as adopted, and
paired standardized defined contribution regional prototype plans; 5) A sponsor
registration program that provides continued reliance to adopting employers in the
event amendments are needed because of subsequent changes in plan qualification
requirements; and 6) Modification of the user fee schedule set forth in Revenue
Procedure 89-4.
Revenue Procedure 89-13 is scheduled to be published in Internal
Revenue Bulletin 1989-7, dated 2/13/89.

SPECIAL:

A

SENATE FINANCE SUBCOMMITTEE
PROGRAMS AND TAXPAYER SERVICES

TO

REVIEW

IRS

MANAGEMENT

QUALITY

IMPROVEMENT

report issued by the General Accounting Office (GAO), entitled "Managing IRS:
Actions Needed to Assure Quality Service in the Future." is the subject of a
hearing scheduled by the Senate Finance Subcommittee on Private Retirement Plans
and Oversight of the Internal Revenue Service.
The quality of taxpayer services
and IRS quality initiatives will also be reviewed by the subcommittee.
In
announcing the 2/22/89 hearing, Senator David Pryor (D-AR), the chairman of the
subcommittee, said, "The key to our voluntary tax system is maintaining the
public's confidence in the IRS.
The GAO has brought to our attention a number of
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problems which if not corrected in the near future could seriously erode that
confidence."
The hearing is scheduled to begin at 9:30 a.m. in Room 215 of the
Dirksen Senate Office Building.
Witnesses at the hearing will appear by
invitation only, but those who would like to submit statements for the written
hearing record are invited to do so. Written statements should be typewritten and
not more than 10 pages in length.
Five copies should be mailed to Laura Wilcox,
Hearing Administrator, 205 Dirksen Office Building, Washington, D.C. 20510 and
five copies to Ed Mihalski, Minority Chief of Staff, 203 Hart Office Building,
Washington, D.C. 20510.
Written statements must be received no later than
3/22/89.
For further information, contact the Finance Committee staff at 202/2244515.
Copies of the GAO report, G A O/GGD-89-1, are available from the GAO
telephoning 202/275-6241 or by writing P.O . Box 6015, Gaithersburg, MD 20877.

by
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For further information contact Shirley Twillman at 202/737-6600
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